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Recent congressional actions have substantially expanded Medicaid eligibility for low-income pregnant women and children. There is growing concern among policymakers, however, that eligibility expansions alone may not improve Medicaid beneficiaries' access to medical care. In particular, there is concern that increases in Medicaid fees have not kept pace with those of other payers and, consequently, that physicians have become increasingly unwilling to treat Medicaid patients.
As part of a congressionally mandated study on the adequacy of Medicaid physician fees, in early 1990, the Physician Payment Review Commission (PPRC) and the National Governors' Association (NGA) conducted a survey of state Medicaid programs on fees for physician services. Prior to this survey, fee information was available across states for only three services: brief follow-up office visits, appendectomies, and deliveries. 1 The PPRC/ NGA survey updates and broadens the information from the previous survey to include twenty-three services.
Data from the PPRC/ NGA survey show wide variations in Medicaid physician fees across states and in the levels of Medicaid fees relative to those of other payers. The data also confirm earlier analyses indicating that Medicaid pays physicians considerably less than private payers and Medicare pay. In addition, the survey data indicate that Medicaid programs pay less than the new resource-based Medicare fee schedule would have paid had it been implemented at the time of our survey.
Physician Fees And Access To Medical Care
Research suggests that higher Medicaid physician fees result in increased access to physician office care for program beneficiaries. Higher fees increase both the likelihood that physicians will treat any Medicaid patients and the number of Medicaid patients that they treat. Other research suggests, however, that Medicaid beneficiaries in states with low physician fees have access to health care on par with beneficiaries in states where physician fees are higher. That is, Medicaid fees appear to have no effect on the proportion of Medicaid beneficiaries receiving services, the number of services received, or the probability of contact with a physician. 4 Fee levels do appear to affect the site at which services are received. 5 In states where Medicaid fees are only half as high as Medicare's, more Medicaid visits take place in outpatient departments, emergency rooms, health department clinics, and community and migrant health centers; fewer visits are in physician offices.
Study methods. The PPRC/ NGA survey was conducted in spring 1990. State Medicaid officials were asked to respond to questions about their program's physician payment methodology and to provide information on 1989 physician fee levels for twenty-three services. They represent high-volume services from several types of service groups: office visits, hospital visits, diagnostic procedures, surgical procedures, and maternity services. Each state was given an opportunity to check and validate its reported fees. Two of the services, prenatal and postpartum office visits, are not considered here because the bundle of services included within the procedure code varied widely across states. Portions of the following analysis are based on different subsets of the remaining twenty-one fees due to their analytical saliency and to space limitations.
Variation In Medicaid Payments
Variations in Medicaid physician payments across states are important to policymakers because they may influence access to health care for Medicaid beneficiaries. Federal statute requires only that state Medicaid programs set physician fees that are sufficiently high to ensure reasonable access to care. Broad state discretion in setting those fees results in wide variations in fee levels. Analysis of the 1986 Health Care Financing Administration (HCFA) survey of Medicaid fees indicated more than fourfold differences between the highest and lowest Medicaid fees for brief office visits and appendectomies. Payments for hospital and emergency room visits vary most widely; maternity services exhibit the narrowest range of payment levels. This narrower range may reflect the recent efforts of federal and state policymakers to increase access to obstetrical care for Medicaid beneficiaries by broadening eligibility rules for low-income pregnant women and raising fees for these services. There are also large differences in Medicaid physician fee levels across states. The Medicaid fees for four servicesintermediate follow-up office visit, routine electrocardiogram (ECG), total hysterectomy, and vaginal delivery-provide a snapshot of fee levels across the states (Exhibits 2 and 3).
One plausible explanation for the variation in Medicaid fees across states is that fee-level differences reflect differences in the costs of practice. To examine that possibility, we deflated Medicaid fees by a geographic practice cost index. 7 Although there is some small reduction in variation for the deflated fees (as measured by the coefficient of variation), most of the variation remains. Differences in the cost of practice appear not to explain variation in Medicaid fees. The remaining variation in physician fees may reflect deliberate policy decisions made by states, including tradeoffs between payment levels for various services, the number of optional services covered, and breadth of eligibility.
Comparing Medicaid Fees With Medicare And Private Insurance
If Medicaid physician fees are significantly lower than fees paid by other insurers, Medicaid beneficiaries may be disadvantaged in gaining access to physician care. Previous research suggests that when other payers pay higher rates than Medicaid, physicians are more likely to accept non-Medicaid patients than Medicaid patients. The survey data demonstrate that the differences in payment levels among the various payers can be quite large. In comparing Medicaid fee levels to Medicare and private payer fee levels, we found Medicaid fees to be generally lower than those of other payers. 8 The Medicare fee schedule will alter the levels of Medicare physician payment in some significant ways. To analyze how the implementation of the fee schedule might alter the relationship between Medicaid and Medicare fee levels, we simulated a 1988 Medicare fee schedule based on resource-based relative values from Phase I of the study by William Hsaio. 12 If the Medicare fee schedule had been implemented in 1988, Medicare payments would still have been higher than Medicaid pay ments. For thirteen selected services, Medicaid payments would have been about 64 percent of those under the Medicare fee schedule (Exhibit 4). 13 Medicaid fees range from 53 percent of the Medicare fee schedule amount for comprehensive hospital visits to 100 percent of those for ECGs. For services whose payments will increase under the Medicare fee schedule (that is, evaluation and management services), there are larger differences between Medicare and Medicaid payments than between current Medicare prevailing charges and fees paid by Medicaid.
For services that are not generally provided to Medicare beneficiaries (such as pediatric surgeries and deliveries), we compared Medicaid physician fees to charges reported by private insurance companies. While Medicare-allowed charges are about 80 percent of those paid by Blue Cross/ Blue Shield, most analysts believe that submitted charges to private payers are higher.
14 Thus, we can expect the ratios of Medicaid fees to those of private insurers to be even lower than the ratios of Medicaid fees to Medicare fees shown above. Medicaid fees are about 55 percent of charges for these services, according to data from the Health Insurance Association of America. A range of percentages appears: total obstetric care with a vaginal delivery, 60 percent; vaginal delivery, 53 percent; cesarean delivery, 53 percent; tonsillectomy and adenoidectomy (under age twelve), 37 percent; and inguinal hernia repair (under age five), 45 percent. The percentage also varies across states for each service. For example, Nevada and South Carolina pay the same amount as reported by private payers for vaginal delivery, while New Jersey pays about 18 percent of charges to private payers (Exhibit 3).
Some states show consistent patterns of either high or low levels of Medicaid fees relative to the fee levels of other payers. For example, Maryland, Missouri, New Jersey, New York, Rhode Island, and West Virginia all have consistently low ratios of Medicaid fees to those of other payers for most of the nineteen services. This ratio is consistently high for Alaska, Arkansas, Georgia, Iowa, and Indiana. 15 This suggests that although a few states already have Medicaid fee levels quite close to those of other payers, some states would have to raise Medicaid fees for large numbers of services to match those of Medicare and private payers.
Conclusions
Medicaid patients purchase physician care in a market that includes patients with other insurance plans. Other insurers typically pay physicians higher fees for their services than Medicaid pays. Physicians respond to the disparities between Medicaid fee levels and those of other payers by varying the number of Medicaid patients they treat and the setting in which they treat them. Until this survey, however, there have been few data with which to characterize the magnitude of the differences in Medicaid fee levels among states or among Medicaid and other payers.
The extent of variation in physician fee levels across states suggests that Medicaid beneficiaries in different states may face different degrees of access to medical care simply because of where they reside. While we have not attempted here to account for the causes of this variation beyond differences in practice costs, which appear to have little effect on the variation, the amount of variation in Medicaid physician fees is striking. This variation may reflect different policy choices made by each state. The data indicate significant opportunity to reduce the variation in fee levels among states and bring Medicaid fee levels closer to those of other insurers, as an avenue for reducing differential access to care.
